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with assets of

and operating expenditures of

in 1996. Capital needs

to maintain the system

over the next five years exceed

anticipated resources by

$3*2 billion

We are at the start

of the downward spiral.
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CHAIRMAN'S MESSAGE

inc.

We are

challenging

our assumptions...

To The Honorable Jim Edgar, Governor

and the General Assembly of the State of Illinois

Public transportation in northeastern Illinois

is reinventing itself for the benefit of

riders, taxpayers and residents.

The change is needed. For too long tran-

sit reh'ed on subsidies, bailouts and business as usual.

Past practices were given deference over innovation.

Inefficiencies went unchecked. Service took a back seat

to bureaucracy. But the new reality of budget

discipline has set in. Transit is responding.



El riders got train

schedules for the first

time in CTA's history.

lor EastB^vc\.cotta3,u,i.

Trains to East 63rd shown wim'*'

At the same time transit is

servicing the public and maintaining

itself. Two extraordinary improvements

dominate the 1996 story. The Chicago Tran-

sit Authority (CTA) reopened its

rebuilt Green Line and Metra opened its new

North Central Service. From Antioch to

Englewood, public transportation gives riders

options and clears our clogged

roads of more cars. But the

need for significant new capi-

tal funds was also shown in the

mounting number of deferred main-

tenance projects. Indeed, new capital funds

and the projects they represent will be the major

impetus for further reinvention and operational

savings for our vast system.

CTA and Metra celebrate their new openings.

This annual report highlights these and

more innovations. From an entirely new manage-

ment approach at the CTA to the operation of the

first totally new transit technology in 100 years,

1996 saw events that will strengthen the RTA

system as it reinvents itself for a new century of

service to greater Chicagoland.
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PRIVATIZATION

The CTA Privatization Opportunities Study identified millions of

potential annual savings in purchasing and warehousing alone.

i

and ways of doing

"MaTT"^ ^B



business...

CTA's new central

warehouse is equipped

with state-of-the-art

inventory control

systems.

Shuttlebug service from

Metro's newly opened

Lake-Cook station is paid

for by public and private

funds. It completes the

trip for over 250 reverse

or suburb-to-suburb

commuters.

The search for new approaches is shown in the

CTA Privatization Opportunities Study. In

March, RTA, CTA management and the unions

representing CTA's employees sat together for

the first time to create in-depth efficiency plans

for specific CTA functions based on recommen-

dations from the Fortune 500 consulting firm

Mercer Management Consulting.

By year's end CTA budgeted $9 million

in savings in purchasing and materials manage-

ment, RTA and CTA agreed to share implementa-

tion costs and facilities maintenance—the next

functional area—was under study. But the

significance of 1996 to CTA was shown dramati-

cally in other events, as well.
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CTA — CAPITAL

"We are reinventing the way we do business because

we see no alternative. We are changing the CTA

mindset. Our challenge is to empower our work force

with this new approach."

CTA Chairman Valerie B. Jarrett

to cut costs,

In August, CTA Chairman Valerie B. Jarrett and

President David Mosena declared "CTA has been

like a runaway train, hurtling toward

a wall of financial ruin for years.

Just putting the brakes on spend-

ing won't be enough to stop us. We

have to start with a blank page and

redesign the CTA for the 21st Century."

They froze hiring, restricted

overtime, postponed purchases, sped

sales of surplus property and started their

redesign. And they announced that $5.7

billion is needed to repair and improve the

CTA over the next ten years, building on its

complete reconstruction of the Green Line.

Reconstructing the

Douglas section of the

Blue Line will cost more

than $360 million.



The Green Line is the first

U.S. elevated transit line to

be closed, reconstructed

and reopened.
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.'^; -\ METRA — CAPITAL

'Transportation is essential. It must be

supported. We cannot stand still, the

commitment must be made now."

Metra Chairman Jeffrey R. Ladd

increase

Metro began a 25 year

bridge renovation

program in 1990 that

will cost at least

$500 million.

Il/letra opened its Lake-Cook

station in January and its North

Central Service in August. The

American Public Works Associa-

tion named the North Central its

Project of the Year. It is the first

new commuter rail service here in 70

years. The unprecedented involvement

of the municipalities served is a model

for future Metra expansion.

But the new line also points up

the need for more railcars and locomo-

tives. Some 250 cars and 15 locomo-

tives —some with 50 years of service

—

must be replaced or rehabilitated.

Metra also has 800 bridges reaching

the century mark, of which almost 100

critically need reconstruction.
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Buffalo Grove has the

greatest number of

boardings on the North

Central Service.
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PACE — CAPITAL

"Our biggest need is adequate capital to

keep the system afloat, and improved."

Pace Chairman Florence Boone

Pace needs to replace

400 buses over the next

five years. The success of

its vanpool program

depends on purchasing

600 new vehicles.

and create new
Two of transit's most difficult challenges nation-

ally are servicing the reverse and suburb-to-

suburb commute. Chicagoland is no different. Low

densities and irregular patterns make traditional

line-haul service ineffective.

Pace is showing progress on both fronts.

For example, working with the not-for-profit

Suburban Job-Link, Pace started reverse commute

lines from the near southwest side of Chicago to

carry first-time jobholders to a participating

employer in Morton Grove.

Pace's Vanpool Incentive Program grew 25

percent in 1996. Already more than 90,000 riders

are carried every month. The program's benefits to

persons with disabilities earned Pace the Commu-

nity Services Foundation's Corporate Award.

10



solutions.
New employees use Pace to reverse commute from Pilsen.

One Pace vanpool replaces as many as 15 cars on our

clogged suburban roads.



Public transportation's newest technology

is Personal Rapid Transit 2000™, a joint

venture of RTA and Raytheon Company.

Designed to alleviate congestion in suburban

activity centers by providing non-stop,

origin-to-destination, on-demand personal

service, this automated system will comple-

ment existing transit by increasing access

and distribution.

PRT 2000™ system testing started in

September on a one-third mile oval track at

Raytheon in Marlborough, Massachusetts.

Earlier, ridership and focus group studies met

with favorable results. After testing, the RTA

Board will decide if an operational system

will be installed in Rosemont.

' Itrrr-:-



A new era in transit dawned in 1996.

RTA and Raytheon Company brought it about.

Like reinventing transit itself,

••mSP^
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TRANSIT-ORIENTED DEVELOPMENT

and the way

we juild

our neighborhoods.

&L

Prairie Crossirtg lias been

heralded nationally as

recreating the suburban

model. It provided major

funding for the adjacent

Metro stations.

uetra Prairie Crossing

1



RtA promotes transit-oriented development

(TOD) that starts with the residents of a commu-

nity and builds ridership in the long term. RTA is

the premier municipal advocate of TOD in North

America.

In 1996, RTA ran several TOD workshops,

funded the Guidelines for Transit-Supportive

Development by Lohan Associates for CTA,

commissioned The Visioning Process for Transit

Supportive Neighborhood Revitalization, Case

Study: Jefferson Park, Chicago, Illinois by A.

Nelessen Associates and announced a technical

assistance program for the region's communities.

RTA's TOD initiative has been endorsed

by the Daily Herald and featured by CNN, the

Chicago Tribune, the Daily Southtown and numer-

ous professional publications.

.>;

Bethel New Life is

developing 90 affordable

new homes at Parkside

Estates, just one block

from the planned Pulaski

superstation on the

Green Line.

RTA 1996 Annual Report | 1 5;





while maintaining

our M' rating

from Standard & Poor's.
r^ rr

CTA banked $11 million in 1996

using innovative financing.

RtA's first priority is financial oversight. It is

carried on daily by Board members and staff.

Their success is shown by the high ratings our

bonds earn and the awards we receive. Again

this year, their work was recognized by the

Government Finance Officers Association, which

awarded RTA their Certificate of Achievement for

Excellence in Financial Reporting.

Unprecedented in 1996 was preparation

of a funding policy to encourage innovative

financing transactions by CTA, Metra and Pace,

such as sale/leasebacks. The new policy clarifies

how the proceeds of such transactions will be

used to benefit riders and taxpayers.

Innovative financing, tactics for new

commuting patterns and transit-oriented

development all show that new thinking is

welcome in the RTA system.

We are preparing for the future every

day. As we do so, we recognize especially our

need for significant new capital funds, as well

as our need to reinvent. The alternatives are

less service, more congestion, greater pollution

and a reduced quality of life for all members of

our community. Together, we will avoid the

downward spiral.

'MC^.

Thomas J. McCracken, Jr.

RTA Chairman
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INTRODUCTORY SECTION

letter nf tmn.smittal

Regional

Transportation

Autliority

Mr. Thomas J. McCracken, Jr.

Chairman

Regional Transportation Authority

181 West Madison Street

Chicago, Illinois 60602

We are pleased to present the Pro Forma Combining Annual Financial Report for the Regional

Transportation Authority, the Chicago Transit Authority, the Commuter Rail Division and the Suburban Bus

Division for the Fiscal Year Ended December 31, 1996. This report fulfills the requirements of Section 4.05 of

the RTA Act. This report presents the operations of our transit system in the aggregate and not as individual

components. It shows the magnitude of the resources on hand and in use for mass transportation in the

Northeastern Illinois Region.

The Pro Forma Combining Financial Statements have not been audited, but their compilation has

been reviewed by the RTA's independent auditors. These report are available upon request.

As always, the staff recognizes the Board's commitment to fiscal responsibility and we look forward

to ensure financially sound public transportation in Northeastern Illinois.

Best regards.

Joseph G. Costello

Chief Financial Officer

RTA 1996 Annual Report



PROFORMA COMBINING FINANCIAL STATEMENTS

jnrlppRnHf^nt ouditors' report

Board of Directors ^ ,

,,,,,o,,^^. „skn.steix
Regional Transportation Authority H p^ \\ ^ kahmkr and schvvartz, llp

Chicago, Illinois

We have compiled the accompanying pro forma combining balance sheet of the Regional Transportation Author-

ity and Service Boards as of December 31, 1996, and the pro forma combining statement of revenues and expenditures, the pro

forma combining statement of changes in public investment and fund balance and the pro forma combining statement of cash

flows for the year then ended in accordance with Statement on Standards for Accounting and Review Services issued by the

American Institute of Certified Public Accountants.

A compilation is limited to presenting in the form of financial statements information that is the representation

of management. We have not audited or reviewed the accompanying pro forma financial statements and, accordingly, do not

express an opinion or any other form of assurance on them.

We have audited the general purpose financial statements of the Regional Transportation Authority, the financial

planning and oversight agency for regional transit operations, as of December 31, 1996, and have issued our report thereon

dated April 25, 1997. Those financial statements are the responsibility of the management of the Regional Transportation

Authority. Our responsibility is to express an opinion on those financial statements based on our audit. We did not audit the

financial statements of the Regional Transportation Authority Pension Plan, which represent 26% and 100%, respectively, of

the assets and revenues of the RTA's Fiduciary Fund Type. Those financial statements were audited by other auditors whose

report has been furnished to us, and our opinion, insofar as it relates to the amounts included for the Regional Transportation

Authority Pension Plan, is based on the report: of the other auditors.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that

we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free

of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in

the general purpose financial statements. An audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for our opinion.

In our opinion, based on our audit and the report: of other auditors, the general purpose financial statements

referred to above present fairly, in all material respects, the financial position of the Regional Transportation Authority as of

December 31, 1996, and the results of its operations and the cash flows of its proprietary fund type for the year then ended,

in conformity with generally accepted accounting principles.

As to the financial statements of the Service Boards, which include the Chicago Transit Authority (CTA), the

Northeast Illinois Railroad Corporation (Metra), and the Suburban Bus Division (Pace), we were furnished with the reports of

other auditors with respect to their audits for 1996. The auditors' reports on the Service Boards were unqualified. The

auditors' report on Metra includes the following sentence: As discussed in Note 13 of the Notes to the Financial Statements,

Metra is a defendant in litigation pert:aining to the LaSalle Street Station. See Note 6 of the Notes to Pro Forma Combining

Financial Statements for a discussion of this topic.

Our audit of the Regional Transportation Authority was made for the purpose of forming an opinion on the

general purpose financial statements of the Regional Transportation Authority taken as a whole. The accompanying pro forma

combining region-wide statement of revenues and expenditures and pro forma combining region-wide statement of revenues

and expenditures - budget and actual are presented for purposes of additional analysis and are not a required part of the

general purpose financial statements of the Regional Transportation Authority.

The accompanying statistical data are presented for purposes of additional analysis and are not a required part: of

the basic financial statements. Such information has not been subjected to the auditing procedures applied in the audit of the

basic financial statements of the Regional Transport:ation Authority and, accordingly, we express no opinion on such statistical

data.

May 23, 1997



PROFORMA COMBINING FINANCIAL STATEMENTS

prn fnrmn romhining balance sHeet

December 31, 1996 - (in thousands)



PRO FORMA COMBINING FINANCIAL STATEMENTS

formn romhining DOlance sheety, continued

December 31, 1996 - (in thousands)



pro formn romhining Statement of revenues and expenditures

Year Ended December 31, 1996 -



PRO FORMA COMBINING FINANCIAL STATEMENTS

prn fnrmn romhining Statement of chonges In public invesfment

and fund balance

Year Ended December 31, 1996 - (in thousands)



pro forma com bini statement of cash flows

Year Ended December 31, 1996 - (in thousands)

RTA



PROFORMA COMBINING FINANCIAL STATEMENTS

notes to the pro formn comhining financial statements

1 Organizational Structure

RTA. The Regional Transportation Authority (RTA) was

established in 1974 upon the approval of a referendum in

its six-county Northeastern Illinois Region (Region). The

operating responsibilities of the RTA are set forth in the RTA

Act. The RTA is a unit of local government, body politic,

political subdivision and municipal corporation of the State

of Illinois. As initially established, the RTA was an

operating entity responsible for providing day-to-day bus

and railtransportation services. Atthattime, the RTA made

grants to the Chicago Transit Authority (CTA), which

provided the bus and rapid transit service in Chicago and

some adjacent Cook County suburbs. However, in 1983, the

Illinois General Assembly reorganized the structure and

funding of the RTA from an operating entity to a planning

and oversight entity. The reorganization placed all operat-

ing responsibilities in the CTA and two operating divisions

of the RTA: the Commuter Rail Division (Metra) and the

Suburban Bus Division (Pace), each having its own indepen-

dent board. These divisions conduct operations and deal

with subsidized carriers. These three entities are defined in

the RTA Act as the "Service Boards."

The RTA Act sets forth detailed provisions for the

allocation of receipts by the RTA to the various Service

Boards, and imposes a requirement that the RTA's system as

a whole achieves annually a "system-generated revenue

recovery ratio" (i.e., aggregate income for transportation

services provided) of at least 50% of the cost of transpor-

tation services. The Service Boards achieve their required

recovery ratio by establishing fares and related revenue to

cover the required proportion of their proposed expenses.

The RTA has certain financial oversight responsibilities

relating to the budgets and financial performance of the

CTA, Metra and Pace.

CTA. The CTA was formed in 1945 pursuant to the

Metropolitan Transportation Authority Act passed by the

Illinois legislature. The CTA was established as an indepen-

dent governmental agency (an Illinois municipal corpora-

tion) "separate and apart from all other government agen-

cies" to consolidate Chicago's public and private mass

transit carriers. The City Council of the City of Chicago has

granted the CTA the exclusive right to operate a passenger

transportation system within the City of Chicago.

Metro. The Northeast Illinois Regional Commuter

Railroad Corporation, a public corporation acting underthe

service name of Metra, was established in 1980 to serve as

the RTA's commuter rail division. Metra has the responsi-

bility for policy making with respect to actual day-to-day

operations, capital investments, fare levels and service and

facilities planning for its operations. Metra is directly

responsible for the operation and management of the

commuter services formerly provided by Rock Island, Mil-

waukee Road, Metra Electric and Heritage Corridor, North

Central Service and Metra SouthWest Service commuter rail

lines. Metra also has responsibility for administration of all

commuter rail activities in the metropolitan Chicago area

including deficit funding, capital grant application and

administration activities.

Deficit funding operations arise from purchase of

service agreements with the participating Chicago com-

muter rail carriers including: Union Pacific Railroad,

Burlington Northern Sante Fe and Northern Indiana Com-

muter Transportation District. Under these agreements,

Metra funds the commuter-related operating deficits (as

defined), or is entitled to receive the commuter-related

operating surpluses (as defined) of these carriers. In

addition, Metra provides certain direct expenses such as

fuel and insurance coverage considered to be "in-kind

assistance." The title to the roadway and structure assets

of these carriers, other than capital improvements funded

by Federal, State and local grants and by Metra-generated

funds, is vested with the carriers and, accordingly, such

assets are not reflected in these financial statements.

Pace. Independent operations of Pace commenced

July 1, 1984. The Pace Board of Directors is empowered to

operate suburban bus service within suburban Cook County

and the five collar counties of DuPage, Kane, Lake, McHenry

and Will.

Pace determines the Level, nature and kind of public

transportation services that should be provided in the

suburban region.

Reporting Periods. The RTA, CTA, Metra and Pace all

report on a calendar-year basis. All statements enclosed

herewith are based on each entity's December 31, 1996

year-end.

2 Reporting Entity

The RTA and each of the Service Boards have adopted

the provisions of the Governmental Accounting Standards

Board's Statement No. 14 (Statement No. 14), "The Finan-

cial Reporting Entity."



In the judgment of the management of each of the

entities and with the concurrence of their auditors, analysis

and application of Statement No. 14 criteria indicate that,

while the RTA does exercise some fiscal oversight, the CTA,

Metra and Pace are not part of the RTA reporting entity for

the purposes of preparing a comprehensive annual finan-

cial report in accordance with governmental accounting

and financial reporting standards.

In arriving at this conclusion, the following factors

were considered:

• The CTA, Metra and Pace maintain separate manage-

ment, exercise control over all operations (including the

passenger fare structure), and are accountable for fiscal

matters including: ownership of assets, relations with

Federal and State transportation funding agencies that

provide financial assistance in the acquisition of these

assets, and the preparation of operating budgets. The CTA,

Metra and Pace are also responsible for the purchase of

services and approval of contracts relating to their opera-

tions.

• The RTA Board has control neither in the selection

nor the appointment of any Service Board Director nor of

any of its management. Further, directors of the CTA, Metra

and Pace are excluded, except for the Chairman of the

Chicago Transit Board who is also an RTA Board member,

from serving on more than one entity's board of directors,

including that of the RTA.

• The RTA Board is required by Illinois statutes to

approve the budgets of the Service Boards if such budgets

meet specified system-generated revenue recovery ratios.

Accordingly, financial statements for the CTA, Metra

and Pace are not included or combined with the RTA's

financial statements. They are combined, however, in this

Pro Forma combining Annual Financial Report. The Pro

Forma Combining Annual Financial Report is a statutorily

required report and is not presented in accordance with

governmental accounting and financial reporting stan-

dards.

3 Summary of Significant

Accounting Policies

The accounting policies of the RTA, CTA, Metra and

Pace conform to generally accepted accounting principles

as applicable to governments. The following is a summary

of the significant policies:

Fund Accounting. The RTA maintains its records using

a governmental fund accounting model consisting of a

General Fund, Debt Service Funds, Capital Projects Funds, a

Proprietary Fund (Internal Service), Agency Funds and a

Pension Trust Fund. All Governmental Funds and the

Pension Trust and Agency Funds are accounted for using the

modified accrual method of accounting (i.e., revenues are

recognized when they become measurable and available,

and expenditures are recognized when the related fund

liability is incurred). The Proprietary Fund is accounted for

on the accrual method of accounting. Fixed asset transac-

tions are accounted for in the General Fixed Assets Account

Group. Long-term liabilities are accounted for in the

General Long-Term Debt Account Group. For the purpose of

these pro forma statements, all RTA funds and account

groups have been combined. Due to the combination, the

RTA Combined Funds columns do not present financial

position and results of operations in conformity with

generally accepted accounting principles.

The Service Boards are accounted for on a Proprietary

Fund basis. Accordingly, the accrual method of accounting

is utilized by the Service Boards. For purposes of these pro

forma combining financial statements, the individual Ser-

vice Board financial statements are combined with those of

the RTA.

Cash and Investments. All investments are recorded at

cost, which approximates market value, except for invest-

ments held by the RTA Pension Plan and Trust and the RTA,

CTA and Metra for their deferred compensation plans, which

are reported at market value.

Fixed Assets. All fixed assets are recorded at cost. In

calculating depreciation, each of the Service Boards uses

the straight-line method. The estimated useful lives vary

depending on the type of fixed asset. These useful lives

range from one to forty-five years.

Materials and supplies. Each Service Board records its

inventory at the lower of cost or market. The CTA and Metra

use the average cost method to determine the cost base.

Pace uses the first-in, first-out method to determine cost.

Compensated Absences. All four entities have recorded

a liability for vested vacation time in the year the time was

earned.

Revenues. The RTA and Service Boards have five

principal sources of revenue and other financial sources:

(1) farebox revenue; (2) retailers' occupation taxes, service

occupation taxes and use taxes (collectively. Sales Taxes);

RTA 1996 Annual Report
|
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PROFORMA COMBINING FINANCIAL STATEMENTS

notes to the pro forma combining financial statements

(3) funds appropriated to the RTA by statute through the

State's Public Transportation Fund established under the

RTA Act; (4) funds in respect of State or Federal grants, or

any other such funds, which the RTA is authorized to apply

for and receive under the RTA Act; and (5) investment

income and other miscellaneous revenue.

Farebox Revenue. A major source of revenue to the

Service Boards is fares collected from riders. Each Service

Board has its own fare structure and method for collection

of fares. Farebox revenue is recognized when fares paid are

initially valid for transportation services.

Sales Taxes. The RTA Sales Tax currently imposed by

the RTA consists of (i) in Cook County, (a) a tax of 1% of the

gross receipts from sales of drugs, certain medical supplies

and food prepared for consumption off the premises (other

than for immediate consumption) imposed on all persons

selling tangible personal property at retail (a Food and Drug

Tax) and (b) a tax of .75% of the gross receipts from all other

taxable retail sales; (ii) in counties within Northeastern

Illinois (other than Cook County) a tax of .25% of the gross

receipts from all taxable retail sales (together with (i) (b),

a General Sales Tax); and (iii) a tax of .75% on the use in

Cook County and .25% on the use in Northeastern Illinois

other than Cook County of tangible personal property

purchased from a retailer outside Northeastern Illinois and

titled or registered with a State agency by a person with a

Northeastern Illinois address (a Use Tax). The taxes de-

scribed in (i) and (ii) above are also imposed on persons

engaged in making sales of services pursuant to which

tangible personal property or real estate (as incident to a

sale of a service) is transferred (with respect to the taxes in

(i) and (ii), a Service Occupation Tax).

The RTA Sales Tax is collected by the Illinois Depart-

ment of Revenue and paid to the Treasurer of the State of

Illinois to be held in trust for the RTA outside the State

Treasury. Proceeds from the RTA Sales Tax are payable

monthly directly to the RTA, without appropriation, by the

State Treasury on the order of the State Comptroller.

Also, proceeds from certain sales taxes imposed by the

State are allocated to the RTA as part of the restructuring

of the State and local sales taxes in Illinois. Until January

1, 1990, the State General Sales Tax, State Use Tax and State

Service Occupation Tax portions of the RTA Sales Tax were

imposed at a rate of 1% in Cook County. Effective January

1, 1990, as a result of legislation (the Sales Tax Reform Act)

aimed at simplifying the base and rate structure of taxes

imposed by the State and its local governments, including

the RTA, the State General Sales Tax, State Use Tax, State

Service Occupation Tax and State Service Use Tax were

increased from 5% to 6.25% and any corresponding por-

tions of the RTA Sales Tax in Cook County were reduced from

1% to .75%. In order to avoid a revenue loss to the RTA

because of the reduction in this portion of the RTA Sales

Tax, the Sales Tax Reform Act directed that portions of the

receipts from the State General Sales Tax, State Use Tax,

State Service Occupation Tax and State Service Use Tax be

paid to the RTA annually.

Specifically, 4% of the net monthly revenue from the

6.25% State General Sales Tax and State Service Occupation

Tax and 4% of the net monthly revenue from the State Use

Tax on personal property purchased at retail outside the

State but registered or titled with a State agency within the

State (i.e., .25% of total) is transferred into the County and

Mass Transit District Fund in the State Treasury (the CMTD

Fund). TheamountintheCMTD Fund attributable to taxable

sales occurring in Cook County or to property registered or

titled in Cook County is then transferred into the RTA

Occupation and Use Tax Replacement Fund in the State

Treasury (the Replacement Fund). In addition, (i) the net

monthly revenue from the State Use Tax and State Service

Use Tax portions of the 1% State Food and Drug Tax and (ii)

20% of the net monthly revenue of the 6.25% State Use Tax

and State Service Use Tax (i.e., 1.25% of total), other than

revenues of such taxes attributable to personal property

purchased at retail outside of the State but registered or

titled with a State agency within the State, are deposited

in the State and Local Sales Tax Reform Fund (the Reform

Fund). Ten percent of the money paid into the Reform Fund

is then transferred into the Replacement Fund.

The RTA Act provides that the RTA withhold 15% of the

tax revenues generated and that these revenues are depos-

ited into the RTA's General Fund. The RTA is required to pass

on to the Service Boards, pursuant to statutory formula, an

amount equal to the remainder of such tax revenues. The

remaining 85% of sales tax is allocated to the Service

Boards as follows:



The criteria applied for recognition of the receivable

and related revenue are that the amounts are "measurable

and available" for the RTA to meet its current obligations.

Public Transportation Fund (PTF). In accordance with

the RTA Act, the State Treasurer is authorized and required

to transfer from the State's General Revenue Fund to a

special fund in the State Treasury designated the "Public

Transportation Fund" an amount equal to 25% of net

revenues realized from sales taxes (or, as the case may be,

gasoline or parking taxes). These amounts may be paid to

the RTA only upon State appropriation. The State has

approved an appropriation from the Public Transportation

Fund through its 1997 fiscal year which will end June 30,

1997.

None of the revenues from the Public Transportation

Fund are payable to the RTA unless and until it certifies to

the Governor, State Comptroller and Mayor of the City of

Chicago that the RTA has adopted a budget and financial

plan as called for by the RTA Act.

The amounts allocable to each of the Service Boards

from funding received by the RTA from the State's Public

Transportation Fund are allocated at the discretion of the

RTA Board in connection with the review and approval of

the annual and revised budgets of each Service Board. The

allocable amounts of such funds are payable as soon as may

be practicable upon their receipt, provided that the RTA has

adopted a budget pursuant to Section 4.01 of the Act, and

the Service Board that is to receive such funds is in

compliance with the budget requirement imposed upon the

Service Board pursuant to Section 4.11 of the Act.

Federal Operating Assistance Grant. A grant is

provided to the RTA by the Federal Transit Administration

(FTA) under Section 5307. The revenue is recognized on the

modified accrual basis in the year funds are actually

received based upon final approval of the grant. All funds

received under this grant are "passed through" to the

Service Boards.

Reduced Fare Reimbursement. The Illinois General

Assembly has appropriated funds for a program under which

the Illinois Department of Transportation is authorized to

provide to the RTA a reduced fare reimbursement grant for

the purpose of reimbursing the Service Boards for actual

revenue losses attributable to reduced fares for students,

people with disabilities and the elderly. The revenue is

recognized on the modified accrual basis when the amount

is requested from the Illinois Department of Transportation.

Cash Flows. For purposes of the pro forma combining

statement of cash flows, the RTA and the Service Boards

consider all investments with original maturities of three

months or less to be cash equivalents. Such amounts are

included in the "Cash and Investments" line items on the

accompanying pro forma balance sheet.

As described in Note 5, during 1995, the CTA acquired

$13,320,476 of land and buildings under a capital lease

obligation. Additionally, as also described in Note 5, the

CTA also entered into two lease financing transactions with

a third party in 1996 whereby the CTA accrued amounts

payable under the lease transaction of $78,663,105 and

placed assets to satisfy the rental amounts payable in trust.

Further, the CTA entered into two sale/leaseback transac-

tions with third parties during 1995 whereby the CTA

assumed capital lease obligations aggregating $848,689,350

and placed assets to satisfy such obligations in trust.

Combining Adjustments. Inter-agency receivables,

payables, revenues, expenses and expenditures have been

eliminated in the Combining Adjustments column, how-

ever, there are some differences in these amounts reported

in the stand-alone financial statements of the RTA and the

Service Boards. These valid differences relate primarily to

differences in timing in the recording of certain transac-

tions. For purposes of these pro forma combining financial

statements, such differences are recorded as combining

adjustments to fund balance.

Pro Forma Combined Balances. The columns present-

ing the combined balances for the RTA and Service Boards

are statutorily required and do not present financial posi-

tion, results of operations or cash flows in conformity with

generally accepted accounting principles.

4 Budget and Budgetary Accounting

Section 4.01(a) of the RTA Act requires the RTA to

prepare and adopt a comprehensive annual budget and

program presenting the RTA's planned operations and

capital expenditures for the forthcoming year. The RTA's

budget is comprehensive and includes the activity in its

General and Sales Tax (Agency) Funds.

The annual budget and related appropriations are

prepared on the modified accrual basis of accounting in

conformity with generally accepted accounting principles

except for capital grants, which are budgeted for on a

project basis, which normally exceeds one year, and debt

service payments, which are budgeted as transfers from the
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General Fund. Budgets for capital grants that extend

beyond one year are presented in the first year of the grants

and represent the total amounts awarded. All appropria-

tions lapse at year-end. During the year, no supplementary

appropriations, which require approval by the RTA Board,

were passed. Although appropriations are adopted for

individual line items, the legal level of control (i.e., the

level at which appropriation transfers or expenditures in

excess of appropriated amounts require RTA Board ap-

proval) is restricted to total appropriations/expenditures

and total administration appropriations/expenditures.

Management has the authority to exceed any line item

appropriation without Board approval, provided it does not

exceed the total appropriations/expenditures and the total

administration appropriations/expenditures. Additional

budget detail is used by management for monitoring

purposes. It is the policy of the RTA to fund the budgets

of the Service Boards, up to the amount appropriated in the

annual Budget Ordinance. The Service Boards shall main-

tain all financial records and shall prepare all financial

statements and reports, including quarterly and annual

reports required under the Act, in accordance with the

following provisions:

1. The first source of funds to be credited against the

budgeted funding amount is from FTA operating assis-

tance grants;

2. The second source of funds to be credited against the

budgeted funding amount is from 85% sales tax receipts;

3. The third source of funds to be credited against the

budgeted funding amount is from PTF receipts; and

4. The fourth source of funds credited against the budgeted

funding amount is from RTA 15% sales tax receipts and

other discretionary receipts.

The reimbursement of Service Boards' capital expendi-

tures, the payment of PTF funds, reduced fare reimburse-

ments, the 15% tax revenues and other discretionary funds

of the RTA shall be made under the terms and conditions of

grant agreements governing such expenditures.

5 Leases

The RTA and CTA hold operating leases which are

primarily for rent expense on the facilities they occupy.

Metra has several operating leases, primarily for the use of

passenger terminals and for rent expense on the facility it

occupies.

Effective January 1, 1995, the CTA, as Lessee, entered

into a noncancelable lease agreement with the Public

Building Commission of Chicago (the PBC), as Lessor,

whereby the CTA acquired $13,320,476 of land and build-

ings under a capital lease obligation and agreed to make

certain semiannual rental payments to the PBC under a

capital lease. The present value of the future minimum

lease payments, excluding administrative costs, over the

remaining term is $12,937,830, net of interest and executory

costs of $11,042,670. The lease obligation is financed and

secured by future sales tax revenues received by the CTA.

During 1996, the CTA entered into lease/leaseback

agreements (the 1996 Agreements) with a third party

pertaining to certain of its facilities, with a book value of

$44.6 million at December 31, 1996. The 1996 Agreements,

which provide certain cash and tax benefits to the third

party, also provide for a trust established by the CTA to lease

the facilities to an equity investor trust (the Equity Trust),

which would then lease the facilities back to another trust

established by the CTA under a separate lease (the Lease).

During 1996, the CTA received certain funds as prepay-

ment by the Equity Trust. The funds have been deposited

in designated investment accounts sufficient to meet the

payments required under the Lease, and are recorded as

assets restricted for repayment of leasing commitments.

The Equity Trust has a security interest in the deposits to

guarantee the payments due by the CTA and may take

possession of the facilities upon a default by the CTA under

the Lease. Under the Lease, the CTA is required to make

annual rental payments of $12.6 million during the years

1997 through 2002 and a $7.8 million payment in the year

2004. The Lease also requires a payment at the end of the

initial term (in the year 2024) of $653.5 million, which is

due on the same day as the only remaining payment due

from the Equity Trust of $550.8 million. The present value

of the future payments to be made by CTA under the leases

(net of the payment due from the Equity Trust in 2024) of

approximately $78.7 million is reflected in the accompany-

ing December 31, 1996 balance sheet as amounts payable

under leasing transactions.

In connection with the 1996 Agreements, the CTA also

received proceeds of $10.9 million and agreed to make

approximately $80 million of improvements to one of the

facilities. The FTA has approved the CTA's right to the

benefit received from these transactions. The CTA has

elected to defer recognition of the proceeds in income over

the remaining 28-year Life of the leases.



During 1995, the CTA entered into sale/leaseback

agreements (the 1995 Agreements) with third parties. The

1995 Agreements provided for the CTA to sell and lease back

certain rail equipment totaling $487,103,405 at cost for a

period of 19 years beginning on the date of the respective

transaction. At December 31, 1996 and 1995, the total

payments due under the 1995 Agreements are recorded as

capital lease obligations totaling $926,771,790 and

$848,689,350. The CTA has deposited funds into desig-

nated cash and investment accounts sufficient to meet all

of its payment obligations throughout the terms of the

leases, and recorded such amounts as assets restricted for

repayment of leasing commitments.

In connection with the 1995 Agreements, the CTA also

sold certain tax rights and received proceeds of $52.0

million. The FTA has approved the CTA's right to the benefit

received from these transactions. Accordingly, at the

inception of the leases, the CTA elected to defer the

proceeds over the remaining life of the leases.

O Commitments and Contingencies

Each of the entities has various commitments that have

arisen in the normal course of operations. None is expected

to have a material adverse impact on its financial position

as presented. However, on February 16, 1996, a jury sitting

in the United States District Court for the Northern District

of Illinois returned a verdict against Metra and the RTA(the

defendants) in an action brought against the defendants

for their alleged breach of contract and indemnification

claims and in favor of Metra and the RTA on their alleged

counterclaims for breach of the "Lump Sum" Agreement and

indemnification of construction delay costs. All claims

stem from a dispute over the plaintiff's claimed desire to

construct an air rights development over the LaSalle Street

Station. A judgment against the defendants was entered in

the Court in the amount of $24.6 million and against the

plaintiff in the amount of $782,000. No provision has been

made for the judgment in the accompanying pro forma

combining financial statements. On February 29, 1996,

Metra and the RTA filed their motion for judgment as a

matter at law, or, in the alternative, for a new trial, on

plaintiff's breach of contract and indemnification counts.

These motions were denied on August 26, 1996, and the

Court entered final and appealable judgment based on the

verdicts. Metra and the RTA intend to vigorously pursue an

appeal of the judgment. In the opinion of management.

based on advice of counsel, the ultimate outcome of the

post-trial motions cannot presently be determined.

Each of the entities has also established liabilities for

potential legal judgments to satisfy claims against the

entity.

The RTA has also established a Loss Financing Plan to

cover funding of losses incurred by the RTA and the Service

Boards over certain estabh'shed limits.

# Cash and Investments

The applicable statutory provisions governing the

investment of public funds are found in 30 ILCS 235/0.01,

et. seq. Each of the four entities also has established its

own investment policy which is in line with the State

statute, or, in some cases, more restrictive.

The RTA and Service Boards have on hand at December

31, 1996, $890 million of cash and investments. Of that

amount, $689 million is restricted for self-insurance and

other damage reserve liabilities, debt service, health insur-

ance claims, capital projects and employee retirement

benefits.

8 Loans and Advances to Service Boards

During 1992, the RTA made a loan for $11,011 million

to the CTA. An additional $10 million loan was made in

1993. The CTA repaid $10 million in 1994, $3,671 million

in 1995 and $3.67 million in 1996. The loans are free of

interest with the remaining repayment in the amount of

$3.67 million to be made on May 1, 1997.

At December 31, 1996, the RTA, through the Joint Self-

Insurance Fund, had outstanding cash advances due

from the Service Boards for liability claims paid. The

advances are due as follows:
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The advances accrued interest at 5.305% during 1996.

Accrued interest due from the CTA and Pace amounted to

$348,528 and $186,176, respectively, at December 31,

1996.

9 General Obligation Bonds Payable

Changes during the year in bonds payable were as

follows:



1991 General Obligation Bonds. In November, 1991,

the RTA issued $100 miUion in General Obligation Bonds,

Series 1991A, to replenish the Capital Projects Fund and to

provide the source for paying costs of the Capital Program

for the CTA, Metra and Pace.

The Series 1991A Bonds mature on November 1 over a

thirty-year period and interest is payable at rates ranging

from 4.85% to 6.55% on May 1, 1992 and semiannually

thereafter on November 1 and May 1 in each remaining year.

Debt service requirements on the 1991A Bonds to

maturity are set forth below:

Year
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All the bonds are general obligations of the RTA to

which the full faith and credit of the RTA are pledged. The

bonds are payable from all revenues and all other funds

received or held by the RTA (except amounts in the Joint

Self-Insurance Fund and amounts required to be held or

used with respect to separate ordinance obligations) that

lawfully may be used for retiring the debt.

The bonds are secured by an assignment of a lien on the

sales taxes imposed by the RTA. All sales tax receipts are

to be paid directly to the trustee by officials of the State of

Illinois. Iffor any reason the required monthly debt service

payment has not been made by the RTA, the trustee is to

deduct it from the receipts. If all payments have been

made, the funds are made available to the RTA for regular

use.

Underthe Act, theCTA, Metraand Pace farebox receipts

and funds on hand are not available for payment of debt

service.

In the RTA's Debt Service Fund, $15,575,031 is avail-

able to service principal and interest payments of the RTA's

long-term debt as of December 31, 1996.

1 O Deferred Compensation

Each of the entities offers a deferred compensation plan to

its employees. The RTA, CTA and Metra have plans created

in accordance with Internal Revenue Code Section 457.

RTA, Metra and Pace also offer 401(k) plans.

In each Section 457 plan, all amounts deferred, all

property or rights purchased with such amounts and all

earnings on such investments are unrestricted assets of the

entity until paid to the participant. The entities believe

they have no liability for losses under the plans, but do have

the duty of due care that would be required of an ordinary

prudent investor. The participants' rights under the plan

are equal to those of general creditors, although none of the

entities plan to use these assets to satisfy the claims of

general creditors in the future.

I I Pension

All eligible employees of the four entities are covered under

a pension plan. RTA employees, as well as nonunion

employees of Metra and Pace are covered under the RTA

Pension Plan, which is a multi-employer, noncontributory,

defined benefit cost sharing plan. The union employees of

Metra and Pace are covered under various other plans as are

required by their collective bargaining agreements.

The CTA maintains two single-employer defined benefit

pension plans, the Employees' Retirement Plan and the

Supplemental Retirement Plan, covering substantially all

full-time permanent union and nonunion employees and

Chicago Transit Board members. The Employees' Retire-

ment Plan is governed by the terms of the employees'

collective bargaining agreement. The Supplemental Retire-

ment Plan, which includes a retirement plan for Board

Members and the Supplemental Retirement Plan for offic-

ers, executives, supervisory and professional employees,

provides benefits, in addition to the Employees' Retirement

Plan, to management employees in certain employment

classifications and Chicago Transit Board members.

In 1995, the CTA adopted the Governmental Account-

ing Standards Board's Statement No. 27 (Statement No.

27), "Accounting for Pensions by State and Local Govern-

mental Employers." Statement No. 27 requires that the

accrued pension liability at the transition (adoption) date

be calculated as the cumulative difference, including inter-

est, between an employer's required contributions in accor-

dance with the pension plan's actuarially required contribu-

tion funding requirements and the actual contributions

made by the employer for all fiscal years beginning after

December 15, 1986 and through the date of transition. The

effect of the CTA's adoption of Statement No. 27, which was

recorded as of January 1, 1994, was a $77,348,728 reduc-

tion in its accumulated deficit and accrued pension costs.

Neither the RTA, Metra, nor Pace elected to implement

the provisions of Statement No. 27 during 1996. Unless

early implementation is elected, the Statement will not

have an effect on the RTA, Metra or Pace until their

reporting periods ending December 31, 1998.

1 ?l Region-Wide Financial Information

The RTA management has elected to present certain region-

wide financialinformation. The purpose of this information

is to provide a total overview of transportation-related

operations in the Nort:heastern Illinois region. Accord-

ingly, this region-wide information follows in the pro forma

combining region-wide statement of revenues and expen-

ditures and the pro forma combining region-wide statement

of revenues and expenditures - budget and actual.

The primary financial statements of RTA and the

Service Boards used to prepare the pro forma combining
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statement of revenues and expenditures do not include the

aggregate of system-generated revenues and costs. The pro

forma combining region-wide statement of revenues and

expenditures includes the aggregate of all system revenues

and costs. However, the RTA Act modifies generally

accepted accounting principles to exclude certain revenues

and expenses from the calculation of the region-wide

system-generated revenues recovery ratio.

The RTA Act requires that the aggregate of all system-

generated revenues equal at Least 50% of the aggregated

costs of providing such public transportation. This concept

is described as the "system-generated revenues recovery

ratio."

For 1996, the region-wide system-generated revenues

recovery ratio is calculated as follows (in thousands):

System generated
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prn fnrmn romhining regjon-wide Statement of revenues and expenditures

Year Ended December 31, 1996 - (in thousands)
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pro formn mmhining regjon-wlde Statement of revenues and expenditures

(budget & actual)

Year Ended December 31, 1996 - (in thousands)



STATISTICAL SECTION - TABLE 1

rta revenue hy .^nurrP (nil fund.s)

1987-1996 - (percentage)

100

80 +

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Federal Operating

Assistance

Sales Tax U P-T.F. Reduced Fare Other

Last Ten Years - (in thousands)

Federal



STATISTICAL SECTION - TABLE 2

disfribution of expenditures (nil fund^)

1987-1996 (percentage)

100

60-
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STATISTICAL SECTION - TABLE 3

sales fax revenue source hy rounty/rity of chicogo

1995 1996

Lake County 3.27% Lake County 3.37%

Will County 1.52%

/ City of Chicago 31.23%

Will County 1.59%

/ City of Chicago 31.01%

Suburban Cook County 55.11%

McHenry County 0.92%

Kane County 1.67%

DuPage County 6.28%

Suburban Cook County 54.91%

McHenry County 0.96%

Kane County 1.70%

DuPage County 6.46%

retailers' occupation and use tax (sales tax) revenues

by county/city of chicago

Last Ten Years - (in thousands)



STATISTICAL SECTION - TABLE 4

ipgnl debt capacity

1996

Balance Outstanding Maximum

Legal Debt Margin: at December 31, 1996 Issued

Debt limitation per Act for General Obligations $1,000,000,000

Debt applicable to limitation:

RTA Bonds:

1990A General Obligation Bonds $71,985,000

1991A General Obligation Bonds 94,210,000

1992B General Obligation Bonds 30,000,000

1993B General Obligation Bonds 55,000,000

1993C General Obligation Bonds 22,835,000

1994B General Obligation Bonds 18,260,000

1994D General Obligation Bonds 54,360,00

1996A General Obligation Bonds 151,235,000

Total RTA Bonds Applicable to Limitation $497,885,000 (497,885,000)

SCIP Bonds:

1992A General Obligation Bonds $188,000,000 $188,000,000

1993A General Obligation Bonds 55,000,000 55,000,000

1994A General Obligation Bonds 190,230,000 195,000,000

1994C General Obligation Bonds 62,000,000 62,000,000

Total SCIP Bonds Applicable to Limitation $500,000,000 (500,000,000)

Total SCIP Bonds Outstanding $495,230,000

Total Bonds Outstanding $993,115,000

Debt Margin for General Obligations 2,115,000

Debt Limitation per Act for Working Cash Notes 100,000,000

Total Legal Debt Margin $102,115,000



STATISTICAL SECTION - TABLE 5

compari<;on of sales tax revenue to debt service requirement

Last Ten Years - (in thousands)

$600,000

$500,000

$400,000 -F

$300,000-

$200,000

$100,000

1988 1989 1990 1991 1992 1993 1994 1995 1996

f Sales Tax Revenue ':i' Debt Service ^^ 2.5 Times Debt Service Requirement

Revenue Test: Sales tax must be 2.5 times greater than the debt service requirement.

Last Ten Years - (in thousands)

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

Sales Tax Revenue 386,439 418,752 429,988 444,110 425,173 445,891 462,393 497,698 513,301 532,304

Debt Service

Requirement 5,350 5,352 5,353 8,900 13,540 27,917 39,909 51,978 76,550 76,301

2.5 Times Debt

Service Requirement 13,375 13,380 13,383 22,250 33,850 69,793 99,773 129,945 191,375 190,753

Note: Differences, if any, between debt service amounts presented above and amounts presented in the accompanying general

purpose financial statements represent timing differences between payments made to trustees and payments made to

bondholders.
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STATISTICAL SECTION - TABLE 6

ratio of annual debt service requirements

for general obligation bonds to total expenditures

Last Ten Years - (in thousands)



STATISTICAL SECTION - TABLE 8

service division operating characteristics

Chicago Transit Authority Metre Commuter Rail Division Pace Suburban Bus Division

Rapid Transit

• 329 route miles

• 140 stations served

• 1,192 rapid transit cars

• 10.3 million riders per month

Motor Bus

• 2,020 route miles

• 139 bus routes

• 2,035 buses

• 25.2 million riders per month

(including paratransit riders)

Paratransit

546 route miles

1,189 miles of track

240 stations

130 locomotives

718 passenger cars

223 electric cars

680 trains operated each weekday

96.9% on-time performance

6.9 million riders per month

Fixed Route

• 160 regular routes

• 73 feeder routes

• 235 communities served

• 134 commuter rail and rapid

transit stations served

• 576 vehicles in use during

peak periods

• 2.9 million riders per month

Paratransit

80 thousand riders per month

65 local services

372 Pace owned lift-equipped

buses in service

210 communities served

138 thousand riders per month

Other

233 vanpools in operation

81 thousand riders per month
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STATISTICAL SECTION - TABLE 9

system ridership

1987-1996 (in millions)

800

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996

CTA Bus __; CTA Rail
~'

Metra 73 Pace

_

—
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STATISTICAL SECTION - TABLE 10

TingnCIQI reSUH'S of purrhnj^Rcl sfirvices ngfincifis

The following is a summary of the financial results, as reported to the Service Boards, or each transportation agency which had a

purchase of service agreement with a Service Board or received financial grants or financial assistance from a Service Board during

1996.

(in thousands)



STATISTICAL SECTION - TABLE 10, CONTINUED

financial results of nurrhns^d services agencies

(in thousands)



STATISTICAL SECTION - TABLE 10, CONTINUED

financial results of nurrhnsfid services agencies

(in thousands)



STATISTICAL SECTION - TABLE 10, CONTINUED

financial results of purchased services nnenciesQSL

(in thousands)

Operating

Revenues

Operating

Expenditures

Operating

Defncit

Service

Board

Funding

Other

Public

Funding

Pace



RTA Board of Directors

All directors Listed served in 1996.

Arthur W. Angrist
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RTA Staff

CtA received a chorus of praise for its trans-

portation to the Landmark 1996 Democratic

National Convention at the United Center.

You can get there on CTA's #20 and #50 buses

as well as on special Pace non-stops from the

Schaumburg Transportation Center. CTA also

connects with each of Metra's terminals. Call

the RTA Travel Information Center at 836-7000

to plan your route there, or anywhere else in

the six-county region.
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